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A SECOND LOOK AT THE BUDGET MESSAGE 


Buried in the President’s January 7 budget 
message and little noticed by the press was the 
suggestion that Congress should consider methods 


~of securing a more flexible tax system. This and 


the proposal that large segments of government 
projects promoted in peace-time be considered 
as a part of the program for fighting a total war 
stand out in bolder relief as the first shock over 
the colossal proportions of a $59 billion war pro- 
program is absorbed. 


Tax Policy 


“The Congress should consider the desirability 
of tax legislation which makes possible quick ad- 
justment in the timing of 
tax rates and collections 
during an emergency pe- 
riod.” Although this state- 
ment in President Roose- 
velt’s budget message has 
received little newspaper 
comment, it might prove 
to be one of the more sig- 
nificant of the budget proposals as far as future 
tax policy is concerned. It is probable that it 


—tefars to the~ideaadvanced by a number of 


economists that the President should have dis- 
cretion within certain limits to change income 
tax rates depending upon the need for speeding 
up or slowing down the drawing off of private 
purchasing power in order to check inflation or 
deflation as the case might be. This would be a 
marked departure from the historical method of 


xlevying taxes in democracies; on the other hand 


it is in line with the trend of recent years of 
giving the President larger discretionary powers 
over economic affairs. 

Other statements of interest about taxes gave 
forewarning that joint income tax returns so 
acrimoniously discussed and rejected last autumn 
may be proposed again; touched off anew Con- 
‘gressional discussion of a general federal sales tax; 
opened the way to a forced savings plan, a much 


TRENDS, news service by the Washington 
Staff of the League of Women Voters will give: 
news that escaped the headlines on the days it 


broke; significance of headline news that escaped 
the attention of the casual newspaper reader; 
news that seldom reaches crowded front pages. 


discussed proposal for financing the war, check- 
ing inflation, and at the same time offering com- 
pensatory benefits. (See story on Social Security) 


Non-Military Expenditures 


The President proposes that expenditures for 
non-military purposes be “reduced to a minimum 
or reoriented to the war program.” This means, 
according to the estimates offered, that such ex- 
penditures may be reduced by $1 billion next year. 

The key to these recommendations is the Pres- 
ident’s statement that “In a true sense, there are 
no longer nondefense expenditures. It is a part 
of our war effort to maintain civilian services 
which are essential to the 
basic needs of human life. 
In the same way it is nec- 
essary to conserve our na- 
tural resources and to keep 
in repair our national 
plant. We cannot afford 
waste or destruction, for 
we must continue to think 
of the good of future generations of Americans.” 
This standard by which the non-military expendi- 
tures for total war will be judged is not as-rigick 
as some observers think it should be. Greater em- 
phasis on the idea that government expenditures 
for civilian purposes should not be allowed to 
compete with the government’s war program, an 
approach suggested by the Brookings Institution 
and others, might result in greater savings than 
those proposed—twice as much or even more. 


What Is $59 Billion? 


As we become accustomed to saying $59 bil- 
lion as if it were only $9 billion another im- 
portant question crops up with greater fre- 
quency: what are the steps that must be taken 
if we are to be able to produce the war materials 
on which more than $50 billion can be spent in 
the year beginning next July? The budget mes- 
sage was clear about the goal of the largest eco- 


nomic plan ever presented to the American 
people: production that would permit use of one- 
half of the nation’s income for war’ purposes. 
There was clear recognition of the basic fact 
that “wars are produced not financed.” But 
how will civilian production be so curtailed and 
war production so increased that almost $5 bil- 


lion can be spent each month in the year 1942-43 © 


et _.. SOCIAL. SECURITY: FOR MONEY AND MORALE 


Behind President Roosevelt’s scattered refer- 
ences to the Social Security Act in his budget 
message of January 7, lie policy statements which 
indicate the administration’s attitude toward 
social legislation in wartime. “It is part of our 
war effort to maintain civilian services which are 
essential to the basic needs of human life,” he 
said, and also “By expanding the program now, 
we advance the organic development of our 
social security system and at the same time con- 
tribute to the anti-inflationary program.” 

Although couched in general terms, the Pres- 
ident’s first statement implies that one way to 
show that this country is worth fighting for is 
to give as much protection as possible against 
economic and social insecurity to those who bene- 
fit from the social security program. Although 
the President gave no details, most likely action 
will be to extend protection to new classes of 
people who do not now come under the act such 
as domestic, agricultural, and government work- 
ers, employees of non-profit educational and 
charitable institutions, and possibly the owners 
of small businesses who are employed by them- 
selves. Existing laws may be liberalized, for 
instance more generous unemployment compen- 
sation over a longer period, and brand new serv- 
ices may be added such as disability benefits and 

~—-<-tyospitalization. 

The President’s second policy, which was im- 
plemented with more definite proposals, carries 
the much discussed idea of forced savings. By 
extending the coverage of the old age program, 
adding taxes for disability, and liberalizing un- 
employment compensation, an estimated $2 bil- 
lion will be deducted from workers’ wages, to be 
invested now to help pay for the war and be 
available to cushion the post-war slump. 

Payroll taxes have been advocated for some 
time because ordinary income taxes are slow and 
irregular in coming in, while payroll taxes for 
social security benefits are withheld from the 
workers’ paychecks and are forwarded at regular 
intervals, thus providing a relatively steady flow 
of income to the government. Payroll taxes are 


for war purposes—more than twice what we are 
spending at present? The public was given few 
clues. The taxing and borrowing policies that 
should be followed to pay for the goods were 
outlined in considerable detail. If we can achieve 
the production, we can carry out the taxing 
borrowing proposals if there is a desire to 
O so. 


considered a relatively painless method of draw- . 
ing off inflationary purchasing power aa 
groups which spend most of their income on con- | 
sumer goods. In return for ordinary taxes, the | 
taxpayer receives only the general benefits to 
society; in return for social security payroll taxes 
he receives a degree of personal social and eco- | 
nomic security. Thus the goal of securing money Ms, 
quickly, warding off inflation and cushioning the 
post-war slump at which the voluntary purchase 
of defense bonds is aimed, may be attained by a 
compulsory system which provides as well an 
incentive in the form of future security. ) 
In opposing “the use of pay-roll taxes as a 
measure of war finance unless the worker is given 
his full money’s worth in increased social secu- | 
rity,” the President limits the use of the social 
program as a fiscal instrument to measures where 
a social end is also gained. Significant in this 
regard is the inclusion under recommendations 
for anti-inflationary taxes of the proposal for 
disability benefits and hospitalization. Had the 
intention been only to raise money, an increase | 
in the rate of the old age and unemployment 
compensation taxes alone might have been asked, 
but the request for a new social service and at the 
same time more money, indicates the dual ap- 
proach, assurance to the worker that this is his 
war-and “financings the “warren 
It appears that there are some limitations on 
the types of social legislation which may be re- 
quested. The President’s failure to ask for funds 
for two proposals of the Social Security Board, 
one to increase the maximum federal grants to 
the states for dependent children and the other to 
provide federal grants for general relief, indicate 
that for the time being, Congress will not be 
asked for funds to launch social programs callirtg 
for greatly increased federal expenditures. Tests 
which apparently will be applied to future re- 
quests of this type are: what relation they bear 
to the wartime fiscal program? what part can 


‘they play in assuring those who benefit from the 


social security program that the war is worth 
winning? 


